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Introduction: 
Planning Eases Uncertainty 


During our work with affluent individuals and business owners to grow, 
protect, and preserve their wealth over the past thirty years, we have 
noticed two predominant problems: 


1. Too many people delay or defer planning. They procrastinate for 
years, sometimes decades, before coming up with any kind of a plan. 
They have no sense of urgency about it. Too many people never get 
around to planning for the distribution of their wealth. Too many 
people dont pay attention to the eroding effect of taxes on their 
investments. 


2. Many people are paralyzed by uncertainty. They cant or won't make 
key decisions about who should receive their assets, or in what 
fashion. Their uncertainty and anxiety stop them from moving 
forward or doing anything. 


The old saying goes, “You can't take it with you!” Some people use this 
expression to justify spending down to their last penny before they die. But 
we believe it means that because you can't take your money with you to the 
grave, you need to make thoughtful plans now to make sure it goes to the 
people and organizations you want to receive it. In other words, although 
you can't take your assets with you, you can stay in control. There are many 
creative things you can do to control the distribution of your assets from 
the grave, so to speak. 

So, in essence, you can take it with you! 

We wrote this book because we want to educate people. We want to 
give you practical and creative ideas for enhancing your life and the lives of 


those you love, as well as the charities you care about. We want you to 
maintain control of your assets well beyond your years. 


Although you can’t take your assets with you, 
you can stay in control of them. 


We have been in this business for more than thirty years each. We have 
worked with thousands of people and helped them establish plans so they 
will have a road map to guide their financial lives. One of the most 
important characteristics we bring to the table is that we sort of force 
people to do things they need to do because they generally don’t want to do 
them. They want to do fun stuff. Regardless of how much they value the 
concept of planning, they don’t want to develop a financial plan and stick 
with it, get the coverage they need to protect their families, or write out 
their wills and trusts. So we have to serve as the catalysts and accountability 
partners to ensure that they get these important financial issues handled. 

Then, even though they resisted the process the entire way, once they 
get their planning in place, they feel great about themselves because they 
created financial independence and have confidence about their families’ 
financial futures. What tends to stress people out about their finances is 
uncertainty about the future. Once people plan, uncertainty no longer 
gnaws at them. Planning eases the uncertainty regarding what will happen 
to your assets when you die. 


We like to think of ourselves as guides on your journey toward growing, 
protecting, and preserving your wealth. 


If you were to take a trip across the United States or to Europe or Asia, 
and you didn’t know where you were going, or when or why, your trip 
would probably be haphazard, disorganized, and stressful. But when you 
have a road map—a detailed plan—your trip will be much more enjoyable. 

We are your travel guides. We will tell you which routes offer the most 
scenic views, where the nicest lakes are, the places that are and are not safe, 
and where you should spend the night. Along the way, we will check in 
with you to find out how your trip is going. Does your car need new tires or 
a tune-up? Do you want to extend your trip or move to Barcelona? We will 
work with you to figure out all the details and avoid potholes along the way. 

In your financial life, we can help you figure out when you can retire, 
how to leave your money to your children or someone else, and keep you 
informed about any adjustments you might need to make to your plan, 
based on changes in the economy or in your personal life. 

Between the two of us, we have six children. Some of them will likely 
get into the financial services business, so this business will likely be here 
for another thirty to fifty years. We are writing this book to share our sixty 
collective years of knowledge and experiences in working with our clients 
for fifty to seventy hours every week. We want to share with you our 
expertise in the areas of investments, insurance, and other protection for 
your family and business. 


Too many people, some of them extremely 
famous, failed to make financial planning a 
priority. 


We care about our clients. We care about the people we are lucky 
enough to know, get introduced to, and work with. We don’t want to see 
anyone make the common mistakes many people make in preserving their 
wealth. Too many people, some of them extremely famous, failed to make 
financial planning a priority. (We'll discuss some specific situations in this 
book.) As a result, their estates ended up paying millions of dollars in 
unnecessary taxes. This tragic mistake is entirely avoidable! 

‘The strategies we share in this book will show you how to pay much less 
in taxes during your life, and even less when you pass away. We hope that 
reading this book will motivate you to jot down some important strategies 
and then work with a competent, experienced team composed of a financial 
advisor, CPA, and estate-planning attorney to implement them. 


Once you take action, we believe you will feel better about the future. 
Instead of worrying, you can focus on the best that is yet to come in terms 
of living your life with those who are important to you and making new 
memories. Proper planning can help ensure that your wealth continues to 
serve your family, grandchildren, and future generations down the road—in 
essence, allowing you to “take it with you.” If you plan well, you'll not only 
ensure financial independence, but a legacy for those you love. With smart 
planning, you can be in control of your assets after you pass. 

Now, let’s start easing your worries. In chapter 1, we offer our insight 
into key financial-planning concepts that can remove much of the fear you 
might have around the critical process of growing, protecting, and 
preserving your wealth. 
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CHAPTER 1 


Taking the Fear Out of 
Retirement Planning H 


You should be able to get excited about, and look forward to, your 
future, including retirement. Like any significant event, or trip, the more 
you plan for it, the more smoothly it will go. 

Having a detailed plan is important when planning retirement. Having 
a plan gives you contentment so you can relax and enjoy your life without 
worrying about the future. Again, a lack of planning leads to uncertainty, 
which leads to undue stress and anxiety. It is perplexing to us how many 
people just wander through life without a plan. 


Why People Avoid Planning for Retirement 


One reason many people fail to plan is that they don't understand math, 
or it intimidates them. 

People are extremely talented in their fields of expertise, but they often 
don't understand the most basic aspects of financial planning. And we don't 
expect them to. If you asked us to fix a car or to paint a beautiful sunset 
over the islands of St. Thomas, we wouldn't have the slightest knowledge 
about how to do those things, or the talent. 

Here is a simple mathematical example. Let’s say Dan has $10, and he 
has 20 years left to live. It’s obvious that he can spend only 50 cents per day 
to avoid running out of money. If he thinks he can spend $2 a day, it’s easy 


for us to see that he’s going to run out of money long before he dies—but 
many people can't see that. 


Live Off the Milk, and Let the Cow Continue Growing 


We had a client from Texas. We were trying to find an analogy to 
demonstrate how investments produce interest, gains, income, and 
growth...and thought of cattle. So now, to help illustrate the importance of 
saving money for retirement, we like to use the analogy of a cow when we 
speak with prospects and clients. 
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Let’s say you have a cow. Our job is to help you get to the point where 
you are living off the “milk” and do not feel like you need to prematurely 
sell your “cow” to get your sustenance now. The cow represents your 
investment account. 

While you're active in your career, we try to bulk up your metaphorical 
cow and make sure it’s really strong so you can live off the milk for the rest 
of your life. If you can't live off just the milk, you will have to sell the cow, 
and then you won't have any more milk, either. In other words, we want 
you to be able to live off the interest on your investments and leave the 
investments themselves untouched so they can continue to grow. 


We want you to be able to live off the interest 
on your investments. 


When we first started using that analogy with clients years ago, they 
would ask, “How’s the cow doing? Is it big enough? Is it healthy?” 

We know of only two ways to make money: either you work for your 
money, or your money works for you. Some people are good at knowing 


how to make their money work for them. And other people, such as trust- 
fund babies, are lucky because they inherited money. ‘They have never had 
to worry about where their next mortgage payment was going to come 
from. 

People who have a lot of wealth have more than one cow, so to speak. 
So they can put money into alternative investments, such as closely held 
businesses, which go beyond stocks and bonds. That makes it easier for 
them to pass their wealth on to the next generation in the form of 
businesses and assets that are growing in value. 


Why It’s Important to Work with a Team of Financial 
Advisors 


When we meet with people, we tell them we want to be the ones they 
turn to for answers. People typically have trusted experts they trust as their 
mechanics, landscapers, babysitters, and so on. We want to be the people 
they rely on for financial guidance and retirement planning. A team of 
trusted advisors can help you protect your wealth in a significant way. 

We are surrounded by a team of highly qualified people. They have 
different talents, skills, and knowledge, and we all work together to provide 
optimum solutions for every client. We have people behind the scenes who 
are doing analyses, running numbers, using state-of-the-art software, 
building solutions, and coming up with ideas for each client’s financial 
plan. 

Another benefit of working as a team is that our financial-advice 
business will evolve with our children over time, and they will continue to 
work with our clients and their children. 


Experience Is Priceless 


Working with our clients for all these years, we have become pretty 
skilled at reading people. We have sat in on thousands of meetings with 
people—individuals and couples—over the past thirty years. Simply by 
listening to people talk about their dreams, fears, and goals, you can learn a 
lot. And when we combine that information with my knowledge of all the 
different solutions, we can strive to craft the best possible retirement plan 
for every client. 

We like the parable of the brain surgeon who operated on a man who 
had a tumor. The patient’s wife waited as the surgeon performed the 
surgery. The surgeon made a few cuts, removed the tumor, and finished in 


twenty minutes. When the wife got the bill for $60,000, she was furious. 
She stormed into the neurosurgeon’s office and said, “I can’t believe you are 
charging us sixty thousand dollars for my husband’s surgery! You were in 
there for only twenty minutes.” 

The surgeon replied, “You are correct. That bill is wrong. I agree with 
you. Let me see it again.” 

He wrote this on the bill: 


Bill for 20 minutes in surgery: $200 
Knowing where to cut: $549,800 
Total: $60,000 $60,000 


Because we have been helping people plan their financial futures for 
thirty years, we know where to “cut.” We know which strategy will fit each 
client’s situation best. That type of experience is priceless. 


Our Ideal Clients: Those Who Value Advice 


The clients we enjoy working with the most are those who value advice. 
‘They appreciate our help and being educated through collaborative financial 
planning. The topic can become confusing and they respect the fact that we 
keep them on track. Once we form a working relationship, then we help 
them try to find avenues to save, like on taxes. It’s part of the base process, 
the road map for retirement. 


The clients we enjoy working with the most 
are those who value our advice. 


We help our clients navigate difficult situations such as the death of a 
loved one or a divorce. We know every aspect of their situations, and as a 
result, we are able to tailor financial plans that address their unique needs. 

Have you noticed that people are busier than ever? We don't know if it’s 
because we have the internet and smartphones, but we all take on more 
responsibilities because everything is moving faster now. Instead of taking 
one project a day or 10 or 20 projects, we take on 100. We have 100 balls in 
the air. But when we sit down with a client, it’s just that person and us. 
That client might be asking questions like, “Can I buy this boat? Can I take 
my grandkids to Australia? Should I buy or lease a new car? Should I buy 
this investment that someone’s selling to me? What do you think of this 


stock I heard about? Is the stock market’s decline going to hurt my cow?” 

We want them to call us on our cell phones. We want to really be 
available to our clients so we can help them live better lives. We want them 
to call us, our assistants, and our other team members when they have 
questions. 


How We Decide Where to Invest Your Money 


When people ask us how we plan to invest their money, we tell them 
that before we can answer that question, we need to know what type of 
return they need on their money to meet their financial goals. 

For example, if you are saving a lot of money, and your cow is fat, then 
you can easily live off the milk. In that case, you don't need to take much, 
or any, risk because if your money is earning 4 percent interest, you will be 
fine. You don't need to be in the stock market. You're not spending enough 
to warrant hacking into the cow (sorry for the graphic analogy). 

For each client, we discuss risk tolerance in depth and look at whether 
or not it makes sense to take risk, and if so, how much. An asset-allocation 
questionnaire helps us gauge a client’s appetite for risk. That takes us to the 
next question, which is, “Who are you investing this money for?” If you’re 
investing it for yourself, you probably shouldn't take much risk. But if you’re 
investing it for your children’s future, then you might want to take more 
risk so you can potentially build a bigger nest egg for their future. 

Investing money for several decades is almost as reliable as gravity; you 
can count on it growing. Historically speaking, the stock market is usually a 
better place to be than the bond market or the cash market, without a 
doubt. 

If someone is behind the curve and is in trouble, that’s a bad situation 
that we don't feel comfortable with because it means that they’re going to 
be digging into their cow too early. We can invest in some higher-risk 
stocks and try to get them 10 or 15 percent interest, but it could also go the 
other way—we could lose 10 or 15 percent. Instead of risking their money, 
we would rather help them manage their situation better by curtailing their 
spending a little or working longer than they had anticipated. 

‘That isn’t something people want to hear, but it’s better for them to hear 
it now than when they are ready to retire. 


Deciding when to Retire 


We ask our clients, “When do you want to hang up the cleats? When 


do you want to retire?” 


It’s healthy to continue to do something, 
whether it’s charity work, volunteering, 
teaching, or consulting. 


They often laugh and say, “Right now!” 

Our opinion is that it’s healthy to continue to do something, whether 
it’s charity work, volunteering, teaching, or consulting. If someone says he 
wants to retire at age 60, we might ask, “How would you feel about 
working until sixty-three? Based on your spending habits, youre going to 
have to work until then. Or you can cut back on your spending now and 
meet your goal of retiring at sixty.” 

To aim to get someone a 10 percent return, we would need to put the 
money in stocks, which creates more short-term risk. In the long term, 
typically the stock market gets 10 percent and the bond market gets 5 
percent over a period of 100 years. If the client is at least 20 years ahead of 
retirement, there is a pretty good chance that we can be more weighted in 
stock and bonds. But a lot of people want to play it safe. 

Most people are OK with a return of 5 or 6 percent. Typically, the 
hyper-wealthy people are the ones we try to get 15 or 20 percent for 
because that’s their fun money or money they’re investing for their kids. 


The Two Things We Ask Our Clients to Do for Us 


When we meet with clients, we have to know what their financial 
situations are before we can recommend a strategy to them. 
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It’s no different than a relationship with your doctor. If a doctor writes 
you a prescription without making a diagnosis, that is malpractice. The 
same principle is true in our field as well. Often, clients want our advice, 
but they won't “open up the kimono” to reveal what their financial situation 
is. They just want us to sell them a financial product. 

Sometimes this is because people have a lot less money than they would 
like people to know. They might have a lot of debt, or maybe they are just 
prideful about keeping their financial situation private. We are not sure 
about all the reasons; maybe people fear that we will reveal their net worth 
to other people. We would never disclose that type of personal information 
to other people—not even to a client’s spouse. 

To tailor the best retirement-planning solution for every client, we ask 
our clients to do just two things. The first is to gather all their important 
documents, and the second is to keep track of their monthly expenses. 


1. Gather All Your Important Documents 


We need copies of wills, trusts, and statements from brokerage 
accounts. Sometimes, people are surprised at how much information they 
have scattered in many different places. They might have an account with 
Merrill Lynch, a bank account, a statement from a broker they don't even 
know, a life insurance policy, an IRA from long ago, and maybe a 401(k) 
account at a company they worked for years ago and never transferred 
anywhere. We need to get all that information together so we can get our 
arms around their financial situation. 


We ask them to take pictures of the first few 
pages of all their policies and send them to us 
via a secure platform. 


Most people have smartphones, so we ask them to take pictures of the 
first few pages of all their policies and send them to us via a secure 
platform. We want to make the process as easy as possible because people 
are busy. We ask our clients to bring all their important documents to our 
office, in whatever form they can, so we can sit down with them and go 
through everything together. We’ll sit around a table and have breakfast or 
lunch brought in. We'll just dive into all the paperwork and start 
organizing it. 

Because of our training and experience, we know what these documents 
mean at a glance. We can turn all this disparate data into one cohesive 
financial plan that will serve as a road map for our clients’ future. It 
becomes a living document that’s available to them online all the time, in a 
secure vault. 

Now, this information will change because everyone’s life is changing 
all the time. Some numbers will go up, and others will go down. People will 
lose their jobs, take new jobs, get bonuses, have children, sell homes, buy 
homes, and retire. We record all those details in this one financial road map 
for them so that we're “driving” together. We let them know of any 
adjustments we recommend along the way. We can gauge how they are 
progressing. 

Part of this process involves creating a financial statement, which is just 
a list of all your assets and your liabilities—the things you have and the 
things you owe money on. Then we come up with a net-worth statement. 
From that document, we try to determine what’s going to happen in their 
future. 


2. Keep Track of Your Monthly Expenses 


The second thing we ask our clients to do is to keep an accurate record 
of what they spend each month. Some people are $5,000-a-month families, 
some are $1,000-a-month families, and sometimes we come across 
$100,000-a-month families. That means they spend $100,000 each month. 
We can usually assess a family’s monthly expenditures after we talk with 
them, gain an understanding of their lifestyle, and gather all their data. 

Often, we see families spending more than is comfortable for them. 


‘They are trying to keep up with the Joneses in their neighborhood with 
three or four kids. It’s easy to become a $30,000-a-month family doing that 
in the northeastern United States. A lot of these people’s property taxes are 
very high. 


The amount of money you spend isn’t what 
matters. What matters is whether or not you 
are comfortable with that level of spending. 


So, while people might have a general idea of their average spending 
per month, we want them to go home and keep a detailed record of their 
spending for the next month. Some people are very organized, and others 
have no idea what they and their families are spending. 

Nothing shocks us; we've seen it all. The amount of money people 
spend isn’t what matters. What matters is whether or not they are 
comfortable with that level of spending. Some people are open about their 
spending habits, while others are not. If someone tells us they’re finding it 
tough to get by at the end of the month, then we will work with them on a 
solution. 


Discovering Your Goals and Dreams 


After we gather your data, then we find out what your goals and dreams 
are. We want to know what you are looking forward to most in retirement. 
Do you want to buy a house in Florida or California? If so, why? What 
does that mean? If you sell your house in California and move to Texas, 
what does that mean? Will you make money on the sale of the house, or are 
you planning to buy a bigger house? What are the taxes in Texas? 

We cover everything. We want to make sure we and our team really 
understand your present situation and your future goals. Then you will have 
our entire team working for you, and you can feel free to ask questions at 
any time. 


Making Sure You Are Protected with Insurance 


After we get an accurate inventory of your assets and understand your 
dreams for the future, the next step is to cover protection products. What 
types of hazards could derail your retirement plans? Remember, either you 
work for your money, or your money works for you. When you have 


adequate amounts of insurance, your money works for you. 


1. Life Insurance 


We want to make sure you secure a sufficient amount of life insurance 
to cover the loss of your future income, in the event that you die 
unexpectedly. We want to write the right kind of insurance at the right 
price. A good planner will have access to a wide variety of very good 
companies that have very good prices. 


The US government does not tax the death-benefit payment from life 
insurance when someone dies. ‘This is a huge benefit. 

Most people find life insurance to be very confusing. That’s because 
there are so many different types of life insurance, such as term and 
permanent. And there are different types of permanent insurance, such as 
whole life, index universal life, universal life, variable universal life, and 
variable life. That scares people. They don't know what’s going on. ‘This is 
one reason why it’s important to work with a team of experienced advisors. 
We know which type of insurance is ideal for your situation. 

Term vs. permanent insurance is sort of like renting vs. buying. 

Term insurance provides death-benefit protection for a stated period of 
time, such as ten or twenty years. Permanent insurance typically provides 
both a death benefit and cash savings. ‘The initial premium for permanent 
insurance is higher than it is for term insurance with a comparable death 
benefit. You can invest a portion of the premium, which allows you to build 
up some cash value over time. 

We believe younger people should buy term insurance, especially if they 
have kids, because they need protection against the loss of income of a 


primary earner for a specific period of time, at an affordable cost. In most 
cases, a medical examination is required. 

But term insurance does not build cash value, so at the end of the term, 
the policy will have no value. 

The bottom line is, if you die without having life insurance in place, 
your family will suddenly experience the loss of your income. It is likely to 
affect their lives significantly. They might have to sell the house and move 
into a more modest house or into an apartment. Your children might end 
up going to schools that are not as good as the ones they had been 
attending. Your spouse might have to begin working or work more hours to 
cover the family’s expenses. 

Most people are underinsured. 

If you make $100,000 a year and you die, we want your family to 
continue receiving $100,000 per year, even though your paycheck is no 
longer coming in. 

People always ask, “How much life insurance do I need?” 

‘The answer is easy. If we can get you 10 percent interest on your money, 
we would need $1 million. What is 10 percent of $1 million? It’s $100,000. 
If you had a cow that was worth $1 million—that is, a life insurance policy 
worth $1 million—and we could get you 10 percent, there’s your paycheck. 
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But we are not magicians. We can't get you 10 percent without taking 


some risk. 

If you have a $2 million life insurance policy and then you die, 5 
percent of that amount is $100,000, and your surviving spouse can live on 
that amount. But if you also have $500,000 in your 401(k) plan at work, 
that’s another cow that will provide milk for your family to live on. 

And if you had put away another $100,000 because you were smart, 
then your cow is worth $600,000. That means we need only $1.4 million of 
life insurance coverage. The math is pretty simple, especially when we write 
it out on a whiteboard or on a piece of paper while we're meeting with 
clients. 


2. Disability Insurance 


You and your family rely on your income. If you were to get injured or 
sick, and therefore unable to work, that would create a significant gap 
between your income and your financial needs. You can minimize this risk 
by putting disability insurance in place. 

No one likes to think about the prospect of becoming injured or 
disabled. But we have seen a lot of people in their thirties and forties who 
were making a lot of money and supporting their beautiful families. 
Everything was going well, but life is so fragile. Something horrific 
happened, and the primary income earner was no longer able to work. 
‘These situations are devastating. We want families to have a financial safety 
net so they can help their loved ones recover without also having to worry 
about paying the bills. 


We want families to have a financial safety 
net. 


Recently, we worked with a couple; both are physicians. They both have 
high incomes. When we brought up the subject of disability insurance, they 
said they didn't think they would ever become disabled, so they didn’t want 
to get the insurance. We tried and tried to help them see that anyone— 
even a young, healthy person—can become disabled suddenly, for a variety 
of reasons. But they wouldn't budge. Finally, we told them, “When we start 
caring more about your family than you do, something’s wrong.” And we 
stopped trying. 

It’s our job to make them aware of the incredible protection that 
disability insurance provides, but ultimately, it’s their decision. We hope 


they are right. The odds are in their favor that they will not become 
disabled. But there is a chance that one or both of them could. In fact, both 
of those physicians have had health issues. And they have three daughters. 

We do not understand why people take unnecessary chances like that 
with their financial future and with their children’s financial future. 


You Are the Goose 

We often say to people, “If you had a goose in your house that was 
laying golden eggs, would you insure the golden eggs or the goose that laid 
the eggs?” 


‘They usually see the point and give the correct answer—that they would 
insure the goose. Then we say, “Well, you are the goose. You are the one 
who is producing these golden eggs. We want to make sure that you're 
covered if youre not here.” 

Sometimes, when people are confronted with the reality that they could 
become injured or disabled at some point—or die prematurely—they say, 
“My family can get by. They'll be OK.” 

We don't like to scare people by citing disability or morbidity statistics. 
Instead, we like to ask, “What type of lifestyle do you envision for your 
family after youre gone? Once your children have lost you, think of the 
extra burden that will place on your spouse as you try to be both mother 
and father to your kids. You don’t want your spouse worrying about money, 
do you?” 

With a few pennies and a few signatures, all these things can be taken 
care of. 

In some countries, there is no such thing as the luxury of insurance that 
protects your and your family’s financial future. We are incredibly lucky to 


have these protection products. They enable you to transfer the risk of 
dying or becoming injured or disabled to an insurance company to protect 
the people you really care about. 

Through the years, we have seen disability insurance save many families 
from financial ruin after auto accidents, heart attacks, colon cancer, and 
many other types of tragedies struck. It is a great feeling when a family 
takes our advice and secures disability insurance. They continue paying the 
premiums for a long time—maybe 35 years—and then one day, the primary 
income earner becomes disabled. The insurance policy begins paying them 
immediately. Weve had clients who received $10,000 to $30,000 per 
month via their disability insurance. 

When we discuss disability with clients, we give them a hypothetical 
scenario. We tell them, “Let’s say you are trying to decide between two 
different job offers. In one, you will get a salary of $100,000 per year, but if 
you ever become disabled, you will get zero. In the other job, you will make 
$98,000 per year, but if you become disabled, you will get $50,000 per year 
until you're age 65—without even working anymore. Which job would you 
choose?” 

Of course people pick the second one. For a cost of only $2,000, they 
can be guaranteed about half their income for years to come. With 
disability insurance, we can typically get 70 or 80 percent of a client’s 
income replaced if he or she becomes disabled. We ask people to think of it 
like a tax. In some countries, you might get disability insurance, but the 
government is taking 60 percent of your salary to cover it. 


3. Long-Term-Care Insurance 


We also want you to protect your future by securing long-term-care 
(LTC) insurance, which will help cover the very costly expenses in the 
event one needs assistance with daily living activities. 


One of the most expensive items for retirees 
is long-term care (LTC). 


One of the most expensive items for retirees is long-term care. One 
common type is Aybrid LTC. It involves a lump-sum contribution that 
provides a large pool of funds that you may use for long-term care needs, if 
necessary. If there is no need for long-term care, you or your family will 
receive the entire contribution back. 


A second type of long-term care is life insurance with a LTC rider; you 
may access the death benefit for LTC needs. If you do not need LTC, your 
loved ones will receive the life insurance proceeds on a tax-free basis, 
assuming the policy is structured accurately. 


4. Property and Casualty Insurance 


In addition, we will review your property and casualty (P&C) insurance 
to make sure you have adequate protection for your home, vehicles, RVs, 
and motorcycles. We also will encourage you to get an umbrella policy, 
which will cover you if someone sues you for any reason. 


The Consequences of Being Underinsured 


Being underinsured could cause you to lose all your assets for your 
children, your retirement, and everything else. 

Most people dont know how much auto and homeowner’s coverage 
they have. Many times, they are underinsured. If someone has only $50,000 
of liability insurance and gets sued, they could lose everything. 

We have seen a lot of horror stories about this scenario. I (Tom) have a 
handyman down in Florida. He is a close friend of mine, but I never asked 
about his homeowner’s and auto insurance. One day, a car barreled into his 
car in the middle of the day in Sarasota, Florida. The driver of that vehicle 
had no insurance. My friend thought he was being smart by getting low 
coverage for his own auto. What he didn't realize was that if you get into an 
accident with an uninsured motorist, you have to tap into your own policy 
to pay for all vehicles and injuries involved in an accident. 

His policy covered only $50,000. After the accident, he couldn't work 
anymore. He lost his car and everything else. I asked him, “How could a 
guy like you, who seems pretty smart, not have more coverage than that?” 

He said, “Tom, I thought I was doing the right thing trying to save 
money.” 

I felt really bad because I didn't ask him about this earlier. However, he 
wasn't a client of mine, and I wasn't doing his planning. 

We strive to make sure that all our clients have their protection gaps 
covered. 


Wills and Trusts Are Musts 


Other important documents we want to get in place are a will and a 
trust. 


Surprisingly, a lot of people we know have kids who are in their teens 
and up through their mid-twenties, but the parents don't have simple wills. 
If you don't write your own will, the laws of the state you live in will go into 
effect. It’s called intestate—dying without a will in place. Each state has a 
prescribed formula, and it’s not one that most people would like, especially 
if they have children who are minors. When you die intestate, a judge will 
decide who will raise your children. Don't let that happen! Name your 
guardians and beneficiaries in your will so you can ensure the best future for 
your children. 


We are your financial trainers who will help 
you get done the things you need to do. 


A lot of times, when we meet with couples who don't have a will or a 
trust, we like to say, “One of our most valuable services is that we get things 
done. We don't care if we may appear a little bit pushy, but we’re going to 
make sure you get the things done that you need to do.” We will help them 
get the appropriate attorney to complete the documents. 

It’s no different than a trainer in a gym. There are going to be some 
days when you don't want to go to your appointment with your trainer. But 
if you do show up and work with the trainer, you'll be glad you went 
because you will achieve your fitness goal faster. We are your financial 
trainers who will help you get done the things you need to do. 

No one wants to think about wills and trusts, even though they are 
extremely important documents. With all the messages you get on your 
phone, all your kids’ activities, all the television shows you want to watch, 
and all the exercise you want to do, who has time to take care of all this? 
That’s why we make it extremely easy to get these documents taken care of. 
We serve as the catalyst to help you get important things done. 

Now let’s look at some important details about how financial advisors 
charge for their products and services. 


k nll 


CHAPTER 2 


What Most Financial 
Advisors Don’t (or Won't) Ih 
Tell You __<^ A 


Finding a financial advisor you can trust to always act in your best 
interest--a “fiduciary’—is a critical step on your path to financial 
independence and security. Sometimes, advisors might not tell you 
everything you need to know to make an informed decision. 

We want to explain how advisors are typically paid; these are details 
that some advisors will not disclose to you readily. 


Fees Can Vary Depending on Firm Size 


Sometimes, the statements clients receive about their accounts are a bit 
mysterious regarding how the advisor is charging for his or her services. Be 
wary of any advisor who isn't willing to disclose exactly how he or she is 
paid. 

We always strive to charge the lowest fees possible. We are able to do so 
because we are a small firm, so we do not have the overhead that most wire 
houses have. 

Now that we have been helping people plan for their futures for thirty 
years, were not doing this work only for the money. We are doing it 
because we care about people and want to grow the business for our 
employees. Plus, we might want to involve our children in this business at 
some point in the future. 


When people shop around for financial planners, they find out that we 
have highly competitive fees. We simply do their planning and find the best 
products. Each member firm is completely independent, but we all work 
together toward a common goal. 

We explain to them that, when they work with an independent firm 
like ours, they are getting the benefit of a sort of buying consortium. We 
are members of M Financial Group, which is one of the nation’s premier 
financial services distribution companies. M Financial Group serves ultra- 
affluent individuals and Fortune 1000 companies through an exclusive 
network of the nation’s most successful and innovative independent 
financial services firms. Each member firm is completely independent, but 
they all work together toward a common goal: to offer a broad range of 
solutions designed to help our clients meet their financial goals. 


Pooling Our Resources with Other Firms Means Lower Fees 
for You 


Because we have pooled our resources, we get access to many different 
companies that “manufacture” life insurance. Long ago, we went to those 
companies—which include Prudential, Nationwide, Pacific Life, John 
Hancock, Penn Mutual, and many others—and explained to them that we 
have a huge amount of buying power. Our clients are generally healthy and 
wealthy; we've shown that with our mortality statistics. Because our clients 
tend to live longer than average, life insurance companies won't have to pay 
as much in claims (or as soon), and we are able to offer our clients an array 
of products that are priced more favorably when compared to agents and 
advisors who are not part of an exclusive producers’ group. 
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Wire Houses Often Charge More for the Same Products and 


Services 


A wire house is a full-service broker-dealer. Modern-day wire houses 
range from small regional brokerages to large institutions with global 
footprints. The term was coined when brokerage firms were connected to 
their branches primarily through private telephone and telegraph wires. 
This network connection enabled branches to have instantaneous access to 
the same market information as the head office, thereby allowing brokers to 
provide up-to-date stock quotes and market news to clients.1 Today, wire 
houses are typically the bigger firms, such as Merrill Lynch, Goldman 
Sachs, UBS, and Morgan Stanley. 

In the past, some companies would provide extra services to clients, 
such as giving early access to IPO stock. They would say, “Because you are 
our customer, we're going to let you get in on Google when it first goes 
public.” The client could make a lot of money. But wire houses are not 
allowed to do that anymore because of FINRA and SEC regulations. 
Financial advisors are not allowed to give free money to their better clients, 
so that stopped. 

Now it has gotten to the point where many investments are almost 
commoditized, meaning that everyone is selling the same types of products. 
We can look at clients’ wire house statements and tell them right away 
everything they're going to be invested in. They are just variations of the 
different products we all sell. 


In many cases, wire houses charge much 
more to manage a client’s money than we do. 


We can compare the competitors in our industry to the way grocery 
stores compete for business. For example, many different stores sell bottled 
water, but some supermarkets charge three times more than other stores. 
Why? Because people will pay it. Essentially, we're all buying similar 
products in the investment world, unless we go into alternative 
investments. In many cases, wire houses charge much more to manage a 
client’s money than we do. 

Here’s another analogy to demonstrate the way wire houses charge 
more for the same services offered by other firms. It’s kind of like taking a 
road trip. You pull off the interstate to fill up your tank with gas or get 


food. The kids are hungry, and you see a McDonald’s. Right next to it is a 
place called Joe’s Burgers. Everyone in town knows that Joe’s Burgers 
makes the best burgers east of the Mississippi, and they cost less. But you're 
from out of town, so you don't know that. You decide to go to McDonald’s 
because youve seen the commercials, and you feel comfortable with what 
youre going to get. You arent familiar with Joe’s Burgers. The people who 
live there laugh when they see people going to McDonald’s. They say, 
“Why would anyone go to McDonald’s when Joe’s Burgers is right next 
door?” 


In our opinion, that’s what happens with wire houses. People recognize 
the company names from TV commercials, so potentially, either willingly 
or unwillingly, they could pay three times more to work with those wire 
houses, but they usually don’t add more value than we do. They just charge 
a lot more. 


Some Clients Need to Break Up with Their Brokers 


Recently we met with a young doctor who has a high income. We knew 
he was going to get sticker shock on the cost of his disability insurance: 
$7,000 per year. Who wants to pay $7,000 a year for an insurance policy 
that probably has only a 3 percent chance of ever being needed? 

This young doctor had a lot of money—around $50 million—invested 
with a brokerage firm, or wire house. One day, we looked at his statement 
and noticed that he was paying a $200,000 investment-management fee— 
40 basis points—on a $50 million investment. It was way too much. We 
told him, “Your broker at your wire house is a good guy. He probably gives 
to charity and is a great husband and father. You like him, right?” 

The client said, “Yes, he’s a good guy.” 


We said, “Here’s the problem. He has a partner that you don't really 
know about. His partner is the wire house, which usually takes two-thirds 
of the money you're paying him. He’s getting only one-third of the fees you 
pay him. These companies advertise on TV, and they have a lot of lawyers 
on retainer because they are huge targets for lawsuits. They have a lot of 
people to feed, all up and down that food chain. You don't need to watch a 
TV commercial to feel good about investing, so why don't you take that 
$120,000 extra that you're paying to the wire house and give it to your kid? 
Wouldnt that be a great thing?” 

We told the client he could take a worldwide trip every year for 
$120,000 with his family instead of paying that money to his broker and 
his broker’s partner—the wire house. 

The client wasn't sure about this, and he asked us to prove to him that 
this is true. So we said we'd be happy to. Our team analyzed his brokerage 
statements. Sure enough, we offer the exact same “cases of bottled water,” 
but for one-third of the price. His broker wasn’t actually managing his 
money; he was charging a fee to have other money managers do it. Our 
client was getting billed extra at three levels. 

The client finally realized what was happening. He said, “It’s going to 
be hard breaking up with my broker. I’ve known this guy for years.” 

We said, “You can mention to him that he could come work with us as 
a broker, to cut out the wire house, but brokers usually wont do that 
because they have been there for years and do not feel like moving. Or you 
could ask him to lower your fees by 66 percent.” 


We were able to reposition the doctor’s assets 
instead of paying that money to the wire 
house. 


Of course most brokers won't do that. But there’s no need for you or 
anyone else to pay an extra $120,000 per year to a broker for the same 
service you can get somewhere else. 

In this client’s situation, the final result was that we were able to 
reposition the doctor’s assets instead of paying that money to the wire 
house. 

If we can save our clients money on their advisor fees, that money can 
be deployed for them to increase their returns over time or buy more 
protection instead of going to a wire house. 


In the next chapter, we will discuss a topic that causes a lot of anxiety 
for some people: how to leave the most money possible to their children 
and/or to charities without having their wealth intercepted by Uncle Sam. 


1. “What Is a Wirehouse?” Will Kenton, October 8, 2019. Investopedia, https:// 


www.investopedia.com/terms/w/wirehouse.asp. 
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Children or a Charity ji, 
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Decisions about leaving your assets to your children can be very 
stressful. Often, parents aren't sure what to do. They want to treat their 
children equally when leaving an inheritance, but that's not always the right 
move. 

Maybe one child received more help from his parents through the years 
than his siblings. Or maybe one child has special needs and will need 
lifelong medical care. And in some cases, parents hesitate to leave money to 
a child who has an addiction, is immature, tends to be a spendthrift, or is 
married to someone they don't believe is a good match for their son or 
daughter. If the marriage ends in divorce, some serious financial issues can 
result. 

‘The great news is that parents can manage all these issues successfully 
through certain documents and trust language. By consulting with your 
financial advisor and attorney, and doing some planning, you can be wise 
about how you leave funds to your children--or to other individuals or 
charities. 

Again, with some pre-planning, you can take your money with you! By 
planning, in essence, you are making decisions about your money and 
exercising some control over it, even when you are not physically here 
anymore. 

Every estate plan is different. It's important for you to work with a 


trusted, competent financial advisor to develop your estate plan. It needs to 
take into consideration your overall situation, including your financial and 
life goals, your age and health, how you feel about their children and 
grandchildren, how generous you want to be, and what type of legacy you 
want to leave. All these factors have to be taken into consideration before 
charting out a game plan. 


Use a Trust to Manage Distribution of Assets 


Being thoughtful about how to leave your assets to your children can 
help you protect them against their own worst habits. 

Let’s say your older daughter, Monica, is your model child. She is 
employed and doing great. Her younger sister, Sarah, has had some 
problems with addiction and legal troubles. You can stipulate that upon 
your death, each daughter will get 50 percent of your estate. But there will 
be one big difference: Monica will get unrestricted access to those assets; 
they will go to her directly. But Sarah’s assets will be sent to a trust, which 
has provisions and rules about distribution of her assets. You can choose 
someone to be a gatekeeper—a trustee—of her trust. You and your spouse 
can change who the trustee is; it is a revocable decision. 

Many lawyers would caution you that you might not want to choose 
one sibling to be a trustee for another sibling. For example, it might seem 
logical to ask the level-headed sibling to be the trustee for the sibling who 
has problems, but that could put the level-headed sibling in an awkward 
position and create tension and resentment. Often, a close family friend or 
a relative who is not a sibling can handle that role. 


You can outline some or all of the rules, and your trustee can have some 
discretion over how the funds are distributed. You can be as restrictive or as 


lax as you want. For example, you can restrict a child’s access to an 
inheritance for the down payment on a house or to start a business. Those 
are acceptable reasons for a child to have access to money. You can even 
give the trustee the discretion to stop making distributions to a beneficiary 
if it is apparent that the beneficiary has a problem with addiction or 
gambling. Then, when it is apparent that the beneficiary has matured and 
moved past that problem, the trustee can resume the distributions again. 

You can even go beyond that and say what happens to those funds once 
that child is not around any longer. You could stipulate that in the event of 
the child’s death, the remaining money in the trust will go to another 
person or to a charity. You can even include a spendthrift provision that will 
allow a child who does not manage money well to spend only a certain 
amount of money, or a certain percentage of the trust, each year. That will 
help ensure that the money lasts longer than if the child received all the 
money in a lump sum. 

Family friends or relatives who are named as trustees generally are not 
compensated for serving in that role. But if you and your spouse can't 
decide who will be the trustee, you can name a corporate trustee—a bank 
or financial institution. In that case, you would need to pay a fee. 

Sometimes, parents leave money to even their most financially 
responsible, level-headed children in a trust to protect those funds in the 
event that the child gets divorced. Leaving money to your child via a trust 
protects it from creditor claims, bankruptcy, and divorce. (Check with an 
attorney who knows the specific laws in your state.) This is one way, in 
addition to a prenuptial agreement, that you can protect your child from 
the financial fallout of a marriage that doesn’t work out. 


Leaving money to your child via a trust 
protects it from creditor claims, bankruptcy, 
and divorce. 


It’s up to the parents to decide whether or not to discuss the details of 
an inheritance with their children. Many parents do not; their children find 
out what they will receive once the second parent dies and the will is read. 

There are some benefits to discussing the inheritance with your 
children, though, especially if you have a large estate. Large estates require 
more sophisticated planning, and there are some issues you might want to 
discuss with your children. For example, some families establish private 


foundations to benefit not-for-profit organizations or charities. It’s a 
healthy process for parents to discuss their goals, dreams, and wishes with 
their adult, mature children, in advance. That way, the children get to hear 
their parents describe their ambitions and aspirations and explain what 
their wishes are in terms of leaving a legacy of philanthropy. This is much 
more impactful than hearing someone read their wishes to the children 
from a will once the parents have passed. 

There is no law requiring parents to treat their children equally or to 
leave their assets to their children at all. If the parents are of sound mind 
when they have their will drawn up, it is unlikely that children could 
realistically challenge their inheritance decisions. They could do so, but it is 
unlikely that they could convince a judge to overturn decisions the parents 
stipulated in their wills. 

Now, if a child has been cut out of a will, or if a child believes a parent’s 
will was signed under duress or the extreme influence of another person, he 
or she might have some legal grounds to challenge the will. We do not 
engage in the practice of law or give legal advice. For clarification in these 
areas, we collaborate with your personal team of professionals in estate 
planning. 


Executor and Trustee: Two Different Roles 


‘There is no “referee,” per se, watching over an estate. But there are two 
key roles in any estate: the executor and the ¢rustee. 


There are two key roles in any estate: the 
executor and the trustee. 


The executor of an estate is an administrator of the decedent in actual or 
constructive possession of any property owned by the decedent. His or her 
sole responsibility is to carry out the wishes of the decedent and the 
distribution of that person's estate. The executor is responsible for making 
sure that money passes in accordance with the documents. It is possible for 
someone to challenge the execution of a will or the distribution of funds. If 
you pass away and a close friend of yours sees that your children are 
squandering your money, spending it frivolously, he or she can take a 
complaint to the court. That is the only practical way a referee would get 
involved. 


A trustee is a person appointed, or required by law, to execute a trust. 
An estate, interest, or power is vested, under an express or implied 
agreement, to this person to administer or exercise it for the benefit or to 
the use of another. A trustee manages the trust. He or she has a legal duty 
to manage the trust’s assets in the best interests of the beneficiary or 
beneficiaries. Typically, a trustee’s duties include managing rental 
properties, investing funds, or paying an income to the beneficiary. 

Now, sometimes one person fills both roles and serves as the executor of 
an estate and the trustee. This is a personal choice, but there is no legal 
obligation to do it either way. 

Typically, it is ideal for two different people to serve in the executor and 
trustee roles so that there can be checks and balances. Also, it can be a lot 
of work to serve as an executor of an estate when significant assets are 
involved. In some cases, assets such as homes and property have to be 
valued, appraised, and sold. An executor oversees the orderly distribution of 
all the assets according to the documents, so it can be a time-consuming 
endeavor. 

An executor’s job is pretty much done once—the assets are distributed, 
and that’s all the executor needs to do. But the trustee’s job goes on for 
many years, in some cases. 

Now let’s discuss another important decision about estates: what to give 
your children, if anything. 
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CHAPTER 4 


Leave Your Children Enough 
Money So They Can Do 
Anything, but Not So Much ..;.`^ 
That They Can Do Nothing!» 


It is never wise for anyone to plan for the future based on the 
expectation of receiving an inheritance. Many adult children who are 
certain they will receive a sizable inheritance are shocked and disappointed 
to find out that they will receive little or nothing. 

According to the 2017 Natixis US Investor Survey, nearly 70 percent of 
millennials reported that they expected an inheritance, yet only 40 percent 
of their parents planned to leave them one.2 

Many extremely wealthy people have stated that they do not intend to 
leave their children any money, or not much of it. Here are just four of 
many examples: 


1. Warren Buffett, CEO of Berkshire Hathaway, had an estimated net 
worth of $104.4 billion in mid-2021, according to Forbes. In 2006, 
he pledged to distribute all of his Berkshire Hathaway shares—more 
than 99 percent of his net worth—to philanthropy. With the $4.1 
billion distribution he made to various foundations in June 2021, he 
was halfway there.3 


In a 1986 Fortune magazine article titled “Should You Leave It 
All to the Children?” Buffett shared some sage parenting advice: 
“My kids are going to carve out their own place in this world, and 


they know I’m there for them whatever they want to do.” He added 
that the perfect amount to leave children is “enough money so that 
they would feel they could do anything, but not so much that they 
could do nothing.”4 


2. Bill Gates, the founder of Microsoft, is worth approximately $89.6 
billion, and he plans to pass on most of that money to charitable 
causes. His foundation works to “help all people lead healthy, 
productive lives.” His three children will inherit $10 million each, 
which is approximately 0.01116 percent of his fortune. Gates said, “I 
definitely think leaving kids massive amounts of money is not a favor 
to them. Warren Buffett was part of an article in Fortune talking 
about this in 1986 before I met him, and it made me think about it 
and decide he was right.”5 


3. Gordon Ramsay is one of the biggest names in the British food 
industry. He owns and operates forty restaurants worldwide and 
reportedly made more than $60 million in 2017. He and his wife 
have four children, and he has no intention of leaving his fortune to 
them. In fact, they fly in economy while Ramsay and his wife, Tana, 
ride in first class. About his money, Ramsay said, “It’s definitely not 
going to them. And that’s not in a mean way; it’s to not spoil them. 
The only thing I’ve agreed with Tana is they get a 25 percent deposit 
on a flat, but not the whole flat.”6 


4. A few others: Laurene Powell Jobs doesn't plan on leaving the $24 
billion she inherited from her late husband, Apple founder Steve 
Jobs, to her children, she told The New York Times early in 2020. 
Sting, who is best known for being the front man of the rock band 
‘The Police, told the Daily Mail in 2014 that his six children will not 
inherit a penny. Sting’s albums and tours earned him a $300 million 
fortune, Forbes estimated in 2014. George Lucas, creator of the Star 
Wars franchise, plans to leave his estimated net worth of $6.4 billion 
to his George Lucas Educational Foundation—not to his four 
children. And Mark Zuckerberg and his wife, Priscilla Chan, wrote 
on Facebook in 2015 that they intend to leave his fortune to charity 
instead of to their children “because we have a moral responsibility 
to all children in the next generation.”7 


How to Leave Money to Your Children Without Stifling 


Their Ambition 


The general consensus among the wealthy people who plan to leave 
their children little or no inheritance seems to be that the sudden windfall 
could be detrimental to their children’s ambition in life. We agree that 
when parents have extreme wealth and leave it all to their children, it can 
certainly stifle their children’s ambition and motivation to earn money 
doing something that interests them. 

There are a number of ways to prevent that from happening. Here are 
three strategies some of our clients have used successfully: 


1. Leave your children a finite amount of money. If you leave them an 
unlimited amount, that is likely to negate their need or desire to 
develop a skill, interest, or career path. 


2. Include an “income-earned provision” in your will. With this 
provision, you can stipulate specific triggers, or milestones, for 
distributions. For example, for every dollar that a child earns, he gets 
one dollar from the trust. So, if a child earns $100,000, he will get 
$100,000 from the trust. That gives children an incentive to earn 
their own money—if they earn more, they will receive more. 


Now, there can be exceptions to the income-earned provision, 
such as for a so-called “noble profession” that doesn’t pay well. We 
have seen clients who have an income-earned provision but have 
exceptions to it. For example, you could stipulate that if your child 
becomes a schoolteacher or missionary, she probably won't earn a lot 
of money, but those are noble professions, so that negates the 


income-earned provision. 


3. Leave most of your money to your family foundation. We have 
worked with extremely wealthy clients who will leave a specific 
amount of money to their children—maybe $1 million per child. 
Everything else goes to their family foundation, which might receive 
$5 million, $10 million, or $20 million. The children are on the 
board of the foundation and are required to distribute the funds, the 
income, and the interest every year. You can specify an amount of 
money that will go to charities your children deem worthy every 
year. 


You and your spouse can name a charity that has to be a recipient 
of the foundations distributions, or you can leave all those decisions 
to your children. This is a great technique for avoiding estate taxes 
because theres an exemption—an amount that you can leave 
someone without any estate tax having to be paid. If you leave an 
amount to your children that’s less than that exemption amount, 
then you will owe no estate tax. 


There’s an exemption—an amount that you 
can leave someone without any estate tax 
having to be paid. 


Any money you leave to charity upon your death will pass to the 
charity without any estate tax being owed. You can leave an 
unlimited amount of money to a charity; it can be $5 million or 
$500 million. 


We do not offer tax advice and recommend that you consult with 
your tax advisor for clarification. 


2. “Over Half of Millennials Expect an Inheritance—Here’s Why They May be 
Disappointed,” Megan Leonhardt, CNBC, August 22, 2018, https:// 
www.cnbc.com/2018/08/22/over-half-of-millennials-expect-an-inheritance.html. 
3. “Warren Buffett Says He’s Halfway to Giving Away Most of His Fortune, 
“Leslie Albrecht, MarketWatch, last updated June 27, 2021, https:// 
www.marketwatch.com/story/warren-buffett-leaves-gates-foundation-board-and- 
says-hes-halfway-in-giving-away-most-of-his-fortune-11624461847. 


4. “Should You Leave It All to the Children?” Richard I. Kirkland, Jr., Fortune, 
September 29, 1986, https://money.cnn.com/magazines/fortune/ 
fortune_archive/1986/09/29/68098/index.htm. 


5. Business Insider, Bobbie Edsor, ibid. 
6. Ibid. 


7. “12 Ultra-Wealthy People Who Aren't Leaving Their Fortunes to the Children,” 
Bobbie Edsor, Marissa Perino, and Taylor Nicole Rogers, Business Insider, February 
28, 2020,  https:/Awvww.businessinsider.com/billionaires-and-millionaires-who- 
arent-leaving-all-their-money-to-children-2019-7. 


Fr Illl 
J 


CHAPTER 5 


Why Pay Taxes when 
You Don’t Need To? , li 


The most stunning tragedy we have encountered during three decades 
as financial planners is that wealthy people pay an incredible amount of 
money in taxes that could be avoided with just a little bit of planning. 
Minimizing your tax burden is one of the best ways to preserve your hard- 
earned wealth—and “take it with you.” 

If you invest in a bond or a stock that pays a dividend, you will pay 
ordinary income tax on it. If you have $100,000 in bonds and you get a 5 
percent return, the IRS will tax you on the $5,000 of interest you have 
earned, and you will have to pay 30 to 40 percent income tax on it. But if 
you work with us, we can help you avoid paying that. And it’s 100 percent 
legal. Most consumers don’t understand how this works, and few financial 
planners understand it. 

Let’s say you made a 10 percent return on an investment. Instead of 
paying the IRS 3 or 4 percent, 1 or 1.5 percent can go to the insurance 
company, and you will keep the rest. You will not have to pay the IRS any 
tax. Plus, you get to work with our incredibly talented team at no additional 
cost if you implement the strategies we recommend. 


Estate Tax Is a Voluntary Tax (In Our Opinion) 


Estate taxes can eat away a significant portion of a deceased person’s 


estate unless careful planning is done in advance of the person's death. 


Estate taxes can eat away a significant portion of a 
deceased person's estate unless careful planning is 
done in advance of the person's death. 


In general, an estate tax is a tax the IRS levies on an heir’s inherited 
portion of an estate if the value of that estate exceeds a monetary limit set 
by law. That amount was $11,580,000 in 2020. For example, if the value of 
an estate was $11,180,000 when an estate owner passed away in 2019, no 
tax would be levied. 

Now, the estate tax does not apply to the transfer of assets to a surviving 
spouse because there is an unlimited marital deduction. This simply means 
that you can leave an unlimited amount of wealth to your spouse with no 
taxation. This deduction, in effect, treats married couples as one economic 
unit. It can be a powerful estate planning tool! Because there is no limit to 
this deduction, you could conceivably leave your entire estate to your spouse 
tax-free. 

The unlimited marital deduction allows you to shift wealth between 
spouses without incurring gift or estate taxes and maximizes the benefits. 


But even if your estate is valued at or above those monetary limits, we 
consider the estate tax a voluntary tax. 
What we mean by that is that there are ways you can plan distribution 


of your estate so that when you die, your heirs won't have to pay the tax—or 
at least they won't have to pay it by liquidating your most-valued assets: 
your buildings, property, business interests, and so on. ‘There is a way to use 
other peoples’ money to pay that tax. A strategy that just about everyone is 
aware of is to give your assets away to charity. That allows you to avoid the 
tax, but then your family doesn’t get to inherit your money. 

The trick is to find a way to avoid the tax and leave your assets to your 
loved ones. That is the focus of this chapter. 


The IRS Definition of Estate Tax 
Now, here is the IRS’s official definition:8 


The estate tax is a tax on your right to transfer property at 
your death. It consists of an accounting of everything you own 
or have certain interests in at the date of death. The fair market 
value of these items is used, not necessarily what you paid for 
them or what their values were when you acquired them. The 
total of all of these items is your “Gross Estate.” The includible 
property may consist of cash and securities, real estate, 
insurance, trusts, annuities, business interests, and other assets. 

Once you have accounted for the Gross Estate, certain 
deductions (and in special circumstances, reductions to value) 
are allowed in arriving at your “Taxable Estate.” ‘These 
deductions may include mortgages and other debts, estate 
administration expenses, property that passes to surviving 
spouses, and qualified charities. The value of some operating 
business interests or farms may be reduced for estates that 
qualify. 

After the net amount is computed, the value of lifetime 
taxable gifts (beginning with gifts made in 1977) is added to 
this number, and the tax is computed. ‘The tax is then reduced 
by the available unified credit. 

Most relatively simple estates (cash, publicly traded 
securities, small amounts of other easily valued assets, and no 
special deductions or elections, or jointly held property) do not 
require the filing of an estate tax return. A filing is required for 
estates with combined gross assets and prior taxable gifts 
exceeding gifts exceeding $11,400,000 in 2019, $11,580,000 in 
2020, and $11,700,000 in 2021. 


That can be confusing. What’s important to know is that estates of up 
to $11.47 million are free of tax, and from that point on, anything 
additional above that mark gets taxed at 40 percent. Depending on where 
you live, you also might have to pay a state estate death tax. Some states 
have it, and others don't. 

Below are two examples of sizable estates that, if death were to occur 
today, illustrate the impact of the total federal estate tax due based on the 
current federal exemption: 


Example 1: $30,000,000 Estate 

TAKANO AOAte 

Badê {00unt of tax on estates $1 million and up 
g0%G60a000x on balance of estate: $29 million 
Total profited estate tax 

6465 Alied for $11.7 million exemption 
To? GedeGal estate tax (24.4%) 

£22968 Ged ning (75.6%) 


Example 2: $50,000,000 Estate 

TIRO &0Ate 

Badê ,80Qunt of tax on estates over $1 million 
40% GQG,006ax on balance of estate: $49 million 
TOND profAted estate tax 

6465 Alied for $11.7 million exemption 
Tbhiat4EdeGAl estate tax (30.7%) 


£3968 Ged ning (69.3%) 


Under the Biden administration, the law is subject to change on 
January 1, 2026. If Biden does nothing, and with Democratic control of 
Congress, the cap for estate-tax exemption will be reduced from $11.7 
million to $5 million. However, Biden wants to increase the tax and reduce 
the exemption to $3.5 million. Imagine the impact to both of these estates 
if Biden’s proposal goes through to reduce the federal tax exemption to $3.5 
million per person. 

Decedents of estate owners who pass away are required to itemize these 
assets on Form 706, “United States Estate (and Generation-Skipping 
Transfer) Tax Return,” and submit it to the IRS.9 


This comes as a surprise to many of our clients, but the estate tax, or 
death tax, is a voluntary tax. Estate taxes can eat a huge chunk of your net 
worth in one bite. You could work hard your entire life, pay income taxes, 
save aggressively, and build up significant wealth. But the IRS wants an 
extra pound of flesh, or another bite of the apple, when you die; they get 
what they want in the form of an inheritance tax, or death tax. 


We say that estate taxes are voluntary 
because you have the ability to give your 
assets away to loved ones, leave them to 

charity, or use life insurance proceeds to pay 
the estate tax for you. 


We say that estate taxes are voluntary because you have the ability to 
give your assets away to loved ones, leave them to charity, or use life 
insurance proceeds to pay the estate tax for you. This will allow your family 
members to inherit all the assets youve accumulated, and the government 
wont get that sizable chunk. 


The Evolution of Estate, or Death Taxes Through the Years 


The rules surrounding the estate tax, or death tax, have changed many 
times over the years. There have been times when the estate tax was as high 
as 90 percent in this country. The motivation, way back when, was to 
discourage the distribution of wealth in an effort to prevent the creation of 


monarchies and to prevent families with extreme wealth passing their 
money on from generation to generation. 

The tax has fluctuated greatly over the past fifteen to twenty years, 
based on the political composition of those serving in the Senate, the 
House, and the White House. It has been a very big political football. 

‘The estate tax has evolved so that now, those funds are used to support 
all the services that our government needs to provide. As of this writing, 
the estate tax was changed in the 2017 tax act. There is an exemption 
amount of $11.4 million per person, or $22 million per married couple, in a 
lifetime. Not too long ago, the estate-tax exemption was only $600,000 per 
person, so that is a huge jump to the current $11 million per person. 

The Tax Cuts and Jobs Act (TCJA) protects taxpayers from having to 
pay estate tax on large gifts made from 2018 through 2025 that are 
currently exempt from the gift tax because of a higher threshold set in tax 
reform. 

If laws do not change, the exclusion amount returns to its pre-2018 
level after 2025 to roughly $5 million, which assumes inflation. As a result, 
individuals planning to make large gifts between 2018 and 2025 can do so 
without concern that they will lose the tax benefit of the higher exclusion 
level once it decreases after 2025. Below is an example of the impact of 
exclusion once it “sunsets” in 2025: 

TANAOO ,&04te 

Badê ,80Qunt of tax on estates over $1 million 
40% G30,006ax on balance of estate: $69 million 
T79 profAited estate tax 

62 g81 Alied for $6,590,000 exemption 
Total fade estate tax 


As mentioned earlier, the law is subject to change on January 1, 2026. 
The following is an example showing how a client’s $50 million estate 
might look with the potential $3.5 million exemption: 

TIRO AOAte 

Badê BOOunt of tax on estates over $1 million 
40% GQG,006ax on balance of estate: $49 million 
TONI profAited estate tax 

Hirethb &06lied for $3.5 million exemption 
Toate estate tax (36.92%) 


Estate 0ef04l1 ning (63.08%) 


The following are just five of the many effective strategies you can use to 
minimize your tax burden and therefore preserve your wealth. Each 
strategy has the potential to save you millions of dollars in estate taxes, 
depending on the size of your estate. 


1. Give Away the Maximum Amount of Assets Upon Your Death 


As just mentioned, there is an exemption amount of $11.4 million per 
person, or $22 million per married couple, in a lifetime. By giving away 
that amount before you die, your estate can avoid a significant tax burden. 


2. Give Away the Maximum Amount of Assets Allowed per Year 


There are rules that allow people to gift a certain amount of assets every 
year—today, you can gift $15,000 per year per person. A married couple 
can gift $30,000 per year to as many people as they would like. That’s one 
way to give away some assets and reduce or minimize your taxable estate or 
divest yourself of assets. This strategy is very attractive to some people and 
unattractive to others. 


It’s important to know that this is a “use it or lose it” situation. You 
must gift the maximum amount in each calendar year; you can't carry over 
amounts into a new year. 

You don't need to use that exemption at death. You can use part or all of 
it during your lifetime. In other words, a couple may give away $23.4 
million during their lifetime. If they do, there would be no exemption at 
death—unless, of course, the total exemption is increased. It is wise to give 


those assets away while you are living so that all the growth and 
appreciation of those assets is passed on to your children or grandchildren, 
who are likely to have a much longer life expectancy. 


3. Use Life Insurance Proceeds to Pay the Estate Tax 


Another technique that will enable you to maximize the amount of 
inheritance you pass on and minimize taxes is to use life insurance. You 
would give a certain amount of money to your children, or to a trust, each 
year to purchase life insurance on yourself or your spouse. In that situation, 
you can make a much larger ultimate gift because life insurance proceeds 
will be quite a bit more than the premiums that need to be paid to keep 
them in effect. 

If your investments receive a 10 percent return, you will have to give 3 
or 4 percent to the IRS (this is roughly the tax you'll pay in either capital 
gains or ordinary income). However, if you invest in life insurance to 
diversify your assets, the insurance company will receive 1 to 1.5 percent 
(this is roughly the cost of insurance, administrative fees, etc.). Keep in 
mind, all financial vehicles have some level of fees and/or commissions. 
However, with life insurance, if it is structured and managed properly, you 
will not give up any funds to the IRS. 


With life insurance, if it is structured and 
managed properly, you will not give up any 
funds to the IRS. 


This strategy, which many wealthy clients take advantage of, is getting 
press on Bloomberg Television and in other venues. But most consumers 
don't hear about this strategy because many insurance agents consider it too 
complicated to explain to their clients. Investment brokers at the major 
wire houses don't want to tackle it because they are usually focused on 
transactional business such as selling mutual funds or individual stocks. 
‘There are few financial advisors like us who are working with accountants 
and attorneys to employ this strategy to benefit our clients. 

It is extremely important for people to secure life insurance when they 
are young and healthy. At some point, just about everyone develops medical 
conditions that make it difficult or impossible for them to secure insurance. 
Now, when you are younger, you are probably healthier than you will be in 
later years, but you probably have fewer assets than you will later. So when 


you buy life insurance as a younger person, that insurance might take on 
the role of protecting your future income and earning power. But that same 
insurance, if maintained throughout your life, could play a role of 
transferring wealth to your heirs and minimizing estate taxes, if that 
coverage is maintained through your older years. 


*IRR 
Death 
Benefit 


Death 
Benefit 


Age Premium 


55 
60 
65 
70 
75 
80 
85 
90 
95 


*Assumes a male, age 55, Super Preferred Non-Tobacco 
underwriting class, $1 million death benefit and premiums for 10 
years. 


“IRR stands for Internal Rate of Return. 


4. Place Your Home in a Trust 


As long as you live for a certain number of years, your home can pass to 
your heirs outside your taxable estate if it is placed within a trust. A 
Personal Qualified Residence Trust (QPRT) is a special type of irrevocable 
trust that is designed to hold and own your primary or secondary residence 
and remove its value from your taxable estate. 

Once your residence is transferred into the trust, the trust’s ownership 
is for a designated period of time. You can continue to live in the residence 
throughout this time period, but then, when the term expires, you would 


effectively become your beneficiary’s tenant. Your beneficiary is the home’s 
new owner. You can pay rent at the fair market value in exchange for living 
there. 

Your residence’s value is discounted for estate tax and gift tax purposes. 
A QPRT will freeze the value of your residence at the time you create the 
trust. The result is significant estate tax savings. 


A OPRT will freeze the value of your 
residence at the time you create the trust. 
The result is significant estate tax savings. 


The next example illustrates a 60-year-old male who transfers his home, 
which is worth approximately $2 million, to a QPRT. The appreciation of 
more than $5 million is transferred outside his taxable estate: 


Valued Client i G 
Age 60 Possession nene 


§7520 Rate: 2.20% 
Asset Value $2,000,000 


Taxable Gift $1,294,232 


*The 7520 rate is the interest rate used to value certain charitable 
interests in trusts. Pursuant to IRC 7520, the interest rate for a 
particular month is the rate that is 120 percent of the applicable 
federal midterm rate (compounded annually) for the month in 
which the value date falls. 


5. Set Up a Charitable Trust 


When you contribute your assets to a trust, you will receive an income- 
tax deduction. This can be an extremely effective leveraging tool because 
money goes free and clear to a charity upon your death. You can, for 
example, contribute highly appreciated stock, or a highly appreciated piece 
of property, into a charitable trust. 

Then, when the trust sells the property, unlike when you would sell it, 
no capital gains tax has to be paid. A charitable trust is allowed to sell 
property without incurring capital gains tax. Those funds can be invested 
and can grow—hopefully grow aggressively—for the benefit of the charity. 
As the donor, you will get some funds out of your taxable estate; you will 
receive a current, potentially large, income-tax deduction. Plus, you will be 
doing something very good for a worthy cause. 


Estate Taxes Are Due Within Nine Months of Death, in 
Cash 


When people fail to plan wisely using these strategies and others, it 
typically becomes a costly hassle for their heirs. For example, if the last 
living parent has a significant estate and dies with no estate plan in place, 
there could be a significant tax bill. If the estate-tax bill came to $5 million, 
for example, then when the last parent died, the children would most likely 
have to sell $5 million worth of assets to generate cash to pay the IRS. 


Estate taxes are due within nine months of a 
person’s death and the estate being settled. 


Estate taxes are due within nine months of a person’s death and the 
estate being settled, and the taxes must be paid in cold, hard cash. So if 
estate taxes are due in the amount of $5 million, your heirs cannot give the 
IRS $5 million worth of stocks or property. They would have to sell 
property to generate cash and pay the taxes. 

‘The reality is that with good planning, the estate tax can be a voluntary 
tax—one that you can easily avoid or minimize, with the help of a 
competent estate-planning advisor and attorney. It’s all a matter of being 
thoughtful about it and doing some advanced planning with your assets. 

The more planning you do, the less money the IRS will claim, and the 
more money your heirs and/or your selected charities will benefit from the 


hard work you have done throughout your lifetime. 


Three Different Types of Trusts to Consider 


Trusts are an ideal vehicle for leaving a lot of money to charity, getting 
a nice income-tax deduction, removing assets from your taxable estate, and 
preventing your family from having to pay the estate tax by virtue of 
liquidating your most important and valued assets. We will discuss three 
types of trusts here. 


1. Charitable Remainder Trust 


A charitable remainder trust is a tax-exempt trust that is designed to 
reduce individuals’ taxable income by distributing income to the 
beneficiaries of the trust for a specified period of time and then donating 
the remainder of the trust to a designated charity. This is called a “split 
interest” giving vehicle because it allows trustors to make contributions, be 
eligible for a partial tax deduction, and donate any remaining assets. 


at ae Ee — 


Remainder 
Interest 


§7520 Rate: 2.20% 
$1,000,000 


The following chart indicates the maximum amount that can be 
deducted based on your adjusted gross income (AGI), the type of property 
transferred, and the type of charity to benefit. 


Private C harity/ 


Foundation 


Type of Gift Public Charity 


50% 30% 
50% 30% 


30% 
Gifts Made By 


10%, regardless of | 10%, regardless of 
type of property | type of property 


transferred transferred 


The charitable remainder trust enables you to reduce your tax burden by 
donating assets into the trust and then having it pay your beneficiary for a 
stated period of time. When that time frame expires, the remainder of your 
estate is transferred to the charities you name as beneficiaries. 

As the grantor or trustor, once you have transferred assets into the trust, 
you no longer have rights of ownership to those assets or to the trust. In 
contrast, a revocable trust allows you to make modifications. This strategy 
enables you to pursue philanthropic goals while you are still generating 
income. 

‘There are two main types of charitable remainder trusts: 


1. Charitable remainder annuity trusts (CRATs)—They distribute a 
fixed annuity each year. 


2. Charitable remainder unitrusts (CRUTs)—They distribute a fixed 
annual percentage based on the balance of the assets in your trust. 


CRATs do not allow for additional contributions, but CRUTs do. 


2. Charitable Lead Trust 


A charitable lead trust (CLT) is essentially a charitable remainder trust 
in reverse. First, the charity receives an income stream (the income 
interest). Then, at the end of the specified trust term—which can be for a 
term of years, for your lifetime, or for your lifetime and that of your spouse 
—any income and principal remaining in the CLT (the remainder interest) 


can either revert back to you, the donor, or pass to other non-charitable 
beneficiaries, who are typically family members you have named in the 
trust. 

The following example shows how a CLT works: 


* Male and female. ages 65 and 64 

* Transfer date: 8/2019 

* Section 7520 rate: 2.20% (2008-2019) 
e FMV of the asset: $1 million 

e Growth of trust: 5% 

* Present value of the annuity: $846,892 
e Remainder interest: $153,108 


Charitable Lead Trust Example 


15.31% 
Non-deductible 


84.69% 
Deductible 


3. Enhanced Charitable Trust 


An enhanced charitable trust (ECLAT), also called a “back-loaded” 
charitable trust, is a charitable legacy-planning strategy that can preserve 
your family wealth and provide significant tax benefits while also enabling 
you to support a philanthropic cause. 

Unlike more traditional charitable lead annuity trusts, an ECLAT 
provides the charity of your choice with a modest annual income, followed 
by a large, deferred final payment to a charity, with the remainder interest 
going to your family (a non-charitable trust beneficiary). To truly leverage 


the charitable gift, a life insurance policy is used within the trust. 

This type of trust offers flexibility so you can structure it in a way that 
meets your needs and the charity’s needs. The greater the amount that is 
expected to go to charity, the greater the charitable income-tax deduction. 
A smaller charitable deduction will allow more of the assets in the ECLAT 
to pass on to your family. Here’s an example: 


Mrs. Valued Client 


Grantor 


Charitable deduction 
of $901,094 (90%) 


Annual lead payment ao 
$5,000/year i 


§7520 Rate: 3.6% 


Age of Grantor/Insured (November 2018) 


Amount allocated to $100,000 
investments 


Amount allocated to $900,000 
premiums 


Amount to family $1,326,810 


We realize that these terms sound technical and complicated, but they 
are important elements of your estate plan. Your financial advisor, together 
with your personal estate attorney, can demystify the pros and cons for you. 


Leverage the Power of Life Insurance 


Another way to minimize or even avoid the tax and allow your family to 
inherit full value, or close to full value, of what youve accumulated is to 
leverage the power of life insurance. The basic concept here is that when 
you buy life insurance, you pay with pennies on the dollar. In other words, 
you don't pay $1 of premium for $1 worth of insurance. In essence, you can 
prepay the estate tax with deeply discounted dollars. 

Imagine if you got a letter from the IRS that said, “Dear Mr. Johnson, 
we are well aware of the fact that your net worth is $40 million, and based 
on the estate tax laws as they exist today, if you were to die today, your 
family would need to write us a check for about $10 million, in cash, to pay 
the federal estate tax due. We are running at bit of a deficit right now, so 
we could use the cash now, as opposed to waiting until you die. If you 
would be willing to write us a check for $2 million today, we will cancel 
your estate-tax bill and mark it as paid. Your family will not owe us that 
$10 million when you die; we'll call it a deal. Or, if you don't want to write 
us that big of a check all at once, we understand. You can also write us a 
check for $225,000 for each of the next ten years, and we'll call it a deal. 
We'll mark your estate tax bill as paid in full if you give us $2.2 million over 
the next ten years.” 

Now, the IRS isnt going to send you that kind of a letter; this is a 
hypothetical scenario. But in essence, that’s the power and leverage of life 
insurance—if you are healthy enough to quality for life insurance. It’s not 
for everyone. People in their nineties can't buy life insurance. But believe it 
or not, people well into their eighties can, and the leverage can be powerful. 


Set Up a Private Foundation 


If there are causes and charities you are passionate about supporting, 
you might want to consider setting up a private foundation. Basically, it’s 
your own personal charity that you have created. Many of our wealthier 
clients like to do this because they can name their children or 
grandchildren to sit on the board of their family foundation. 


If there are causes and charities you are 
passionate about supporting, you might want 


to consider setting up a private foundation. 


All donations given to the foundation are tax-deductible, and any 


money left to a private foundation is not subject to an estate tax. Your 
family members can sit on that board and determine, on a year-to-year 
basis, how to invest, spend, and deploy those funds to worthy charities or 
other not-for-profit organizations. 

Private foundations are popular because of the amount of control and 
flexibility they give donors and ultimately the trustee board members. Also, 
the board members can take a salary, so it can teach your children and 
grandchildren valuable lessons about philanthropy and benefiting worthy 
causes. It’s a meaningful way to leave your legacy behind and is a more 
structured method than leaving funds outright to your children and 
grandchildren. 

Plus, a private foundation can keep your family members together 
because there are requirements about the necessity to meet as a board and 
come to an agreement, collectively, about how to deploy those funds each 
year. 


Balance Future Giving with Current Living 


While it’s certainly important to do some planning now to avoid paying 
estate tax, it’s also important for you to balance that goal with maintaining 
your lifestyle now so that you and your spouse can live the way you want to 
live for the rest of your years. Most people don't want to pinch pennies now 
just so they can leave more money for their family members when they die. 
They want to live a happy and vibrant lifestyle and still leave money to the 
people they care about. 

There are a number of ways in which you can use software and 
technology to help you make sure you don't outlive your money. We take 
great care in making sure that is the top priority. The second priority is 
directing your funds to the right locations, minimizing taxes, and making 
sure your loved ones receive an inheritance. 


We have sophisticated software that helps us 
predict the impact that various stages of life 
will have on people’s savings over time. 


Inflation is a big factor in planning for the future. It has been our 
experience that the impact of inflation for people in their fifties, sixties, and 
seventies is much different than the impact of inflation when you get into 


your eighties, nineties, and beyond. For example, once people reach their 
eighties, they typically don't travel as much as they did when they were 
younger, and there are many types of goods and services they no longer use 
at that age. Therefore, the rising costs of these goods and services is less 
impactful in later years. We have sophisticated software that helps us 
predict the impact that various stages of life will have on people’s savings 
over time. 


If you are still in your fifties, sixties, or seventies, your financial advisor 
will be diligent about helping you plan your estate in a way that factors in 
the rising cost of various amenities over the next thirty or forty years of 
your life, once you get to retirement. 

As mentioned earlier, another consideration that is extremely important 
to your quality of life during retirement—and protecting your wealth—is 
long-term care. Some people have the misconception that once they get to 
age sixty-five and are eligible for Medicare, Medicare will cover any and all 
long-term-care expenses they might have, such as having someone go into 
their home to provide therapy, treatment, or daily-living supervision. The 
fact is that Medicare does not cover those expenses at all. Medicare covers 
your doctor bills, hospital visits, and prescriptions, but it does not cover any 
professional care you might need in your own home, and it does not cover 
the cost of staying in an assisted-living facility if you need assistance with 
two or more adult daily-living activities. The cost for that type of facility 
varies depending on what part of the country you live in, but it can cost 


more than $100,000 per year. 

We advise you to plan ahead and avoid those costs by securing long- 
term-care insurance while you can. Insurance allows you to transfer the risk 
of becoming less independent through some creative insurance products 
and protect your assets. For example, it is now possible to access the death 
benefit on certain life insurance policies if you qualify for LTC services. 
There are several elder-law techniques available that we can take advantage 
of so you don't spend your money on long-term care. This is a specialized 
area of the law addressed by elder-law specialists. 

Not everybody is eligible for LIC insurance. It is medically 
underwritten, similar to life insurance and disability insurance, so you have 
to qualify medically. As with any insurance, it is wise to secure it while you 
are young and healthy. People who already have some cognitive 
impairments, such as early-onset Alzheimer’s disease, more than likely 
would not be eligible for any kind of long-term-care insurance. Some 
products have more stringent underwriting guidelines than others, but they 
all require the policy owners to pass some sort of eligibility requirement. 

The three types of LTC that are most common today are traditional 
LTC, hybrid LTC, and life insurance with an LTC rider: 


1. Traditional long-term care has been the typical LTC offering for 
years. It is a stand-alone policy that provides a pure long-term care 
benefit. You can elect specific benefits and tailor the policy based on 
your needs. 


2. Hybrid long-term care may be structured with a lump-sum 
contribution. It provides a large pool of funds that you can use for 
long-term-care needs, if necessary. If there is no need for long-term 
care, you or your family will receive the entire contribution back. 


3. A life insurance policy with a LTC rider allows you to access the full 
death benefit (if necessary) for long-term-care needs. If you do not 
need long-term care, your loved ones will receive the life insurance 


proceeds on a tax-free basis. 


The less tax you pay now, the more money 
you can “take with you.” 


‘These are just some of the many areas of focus that are part of a prudent 
estate plan that helps you avoid the burden of the estate tax. The less tax 
you pay now, the more money you can “take with you.” 

Work with an experienced team of professionals, including a financial 
advisor, estate attorney, and accountant, who specialize in legacy planning 
to help you make sure you have enough assets to maintain your lifestyle, 
live out your years in dignity, leave money to people you love, and support 
the causes you value. 

Not only will your well-planned strategy enable you to accomplish your 
goals for your money once you are gone (so you can “take it with you”); it 
will give you a level of financial comfort now, as you enjoy the best years of 
your life. 


8. “Estate Tax,” Internal Revenue Service, https://www.irs.zov/businesses/small- 
businesses-self-employed/estate-tax. 

9. “Form 706, United States Estate (and Generation-Skipping Transfer) Tax 
Return,” Internal Revenue Service, https://www.irs.gov/pub/irs-pdf/f706. pdf. 
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Even though you can’t take your money with you, it’s important 
to make thoughtful plans now to make sure it goes to the people and 
charities you care about. By staying in control of your assets even after 
you're gone, in essence, you can take it with you! 
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advisors, they have guided thousands of clients through the financial- 
planning process, optimizing the ways they grow and protect their 
assets while helping them minimize the taxes they owe. 


In You Can Take It with You, you will learn: 


e Practical, creative, and legal ideas to grow, protect, and 
preserve your wealth 


How to leave your children enough money so they can do 
anything but not so much that they can do nothing! 


Ways to preserve your assets to benefit the people you care 
about instead of having your money eroded by taxes 


Why you don’t need to pay taxes on your investments 


And much more! 
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